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Property Tax

RevenueDescription: Montanalaw requires countiesto levy acounty equalization levy of 55 mills, astate equalization levy
of 40 mills and 6 mills for the university system against all taxable value in each county. A mill levy of 1.5 millsisalso applied
against all property in the five counties with avo-tech college. Taxable valueis defined as the market value of statutorily defined
property times a statutory tax rate. Property valued at market valueincludes personal property, utility property, railroad and airline
property, livestock, and mineral net and gross proceeds. The assessed value of residential and commercial real estate isthe market
value phased in over the reappraisal cycle. Agricultural land and timberland are valued on aproductivity basis and their values are
also phased in over the reappraisal cycle. Beginning January 1, 2003, livestock is no longer taxed.

Residential and commercial real estate, agricultural land and timberland were reappraised in tax year 1997. Inthe 1997 legidlative
session, SB 195 forestalled large property tax increases by phasing in the new reappraisal values at 2 percent per year, and phasing
down tax rates over 50 years. These provisions werein effect for two years. After these provisions were struck down by the
Montana Supreme Court, SB184, passed during the 1999 session, required that appraised val ues be phased-in over four years and
required that future reappraisal cycles be six years. At the same time, a homestead exemption was created and phased-in for
residential and commercial real estate. Tax ratesfor residential and commercial real estate, agricultural land and timberland were
phased-down.

Beginning January 1, 2003, residential and commercial property aswell as agricultural land and timberland reflect the impact of a
new reappraisal on market values. The current reappraisal cycleis 6 years, during which increases in property values will be
phased in by 1/6th per year. Property that declinesin value will be assessed immediately at its new reappraised value. Without
mitigation, the impact of reappraisal on assessed valuesis expected to increase the market value of the average residence by 202
percent over the next six years. The equivalent increasesfor commercial property are 18.5 percent and for agricultural land by 15.3
percent. In the absence of mitigation, tax rates and the homestead exemptions for tax years 2003 and beyond are frozenat thartax
year 2002 levels and require legislation to be changed.

Thelegislature did pass areappraisal mitigation bill. See the legislation section to find information on SB 461.

In addition to the tax on property, this revenue component includescollections from "non-levy" sourcesthat aredistributed onthe
basis of millslevied by taxing jurisdictions. These non-levy sourcesinclude the local share of coal gross proceeds taxes, federal
forest revenues, and other smaller revenue sources.

Summary of Legidative Action:

House Bill 748 — Under prior law, revenue from the oil and natural gas production tax was distributed between state and local
governments. A portion of the local government share was returned to the state general fund as 95 mill and 6 mill non levy
revenue. With the passage of House Bill 748, beginning tax year 2003, the distribution each county receivesisfixed and the state
95 mill and 6 mill shareis captured upfront. The state general fund will lose $12,331,776 in fiscal 2004 and $12,230,315infiscd 2005
of 95 mill non levy revenue, but will receiveincreases of oil and natural gas production tax revenue in the same amounts. The 6 mill
state special revenue account will lose $814,390 in fiscal 2004 and $808,001 in fiscal 2005 of non levy revenue, but will receive
increasesin oil and natural gas production tax revenue in the same amounts. Thefiscal impacts of these increases are shown under
the“Qil and Natural Gas Production Tax” revenue source.

Under prior law, payments from counties to the general fund for 95 mill non levy revenue and to the 6 mill state special revenue
account were made in August and represent revenue associated with production of oil and natural gasin thefirst quarter of the
calendar year. Thisrevenue wasrecorded as revenuein the next fiscal year. Under House Bill 748, this money will be deposited in
the respective accounts at the end of May (60 days after the end of the production quarter) and will be recorded as oil and natural
gas production tax revenuein the current fiscal year, fiscal 2003. Because the state receivesit’ s share earlier than under prior law,
there is a one-time acceleration of $3,272,910in oil and natural gas production tax revenue in fiscal 2003 (the fiscal impact of this
increase is shown under the “ Oil and Natural Gas Production Tax” revenue source).

Legidative Fiscal Report 2005 Biennium 175 Legidative Fiscal Division
Volume 2 - Revenue Estimates



L egislative Fiscal Division
Revenue Estimate Profile
Property Tax and Non Levy Revenue

Of the portion of oil and natural gas production tax revenue remaining after distribution to the counties, the following state
percentage distributions apply:

o Fisca 2003
0  $400,000 to the coal bed methane protection account
0 theremainder to the general fund

0 Fiscal 2004 through Fiscal 2011 (asaresult of coordination between HB748 and HB 584)
0 1.23 percent to the coal bed methane protection account

2.95 percent to the reclamation and devel opment grants account

2.95 percent to the orphan share account

2.65 percent to the 6 mill account for the university system

al remaining fundsto the general fund.

O O OO

Counties receive approximately the same as they did under prior law, with small exceptions. Under prior law, five percent of
revenue from pre-1999 wellswas allocated between counties based on production in 1997. Thisbill alocatestaxes on productionin
2003 between counties in the same proportion as taxes were allocated under prior law for production in 2001 and 2002. 1t alocates
taxes on production in 2006 in proportions that taxes on production in 2001 and 2002 would have been allocated without the
redistribution based on 1997 production. The change is phased-in over theintervening years. Thiswill result in lessrevenue
going to counties that are net recipients of the redistribution in prior law and more revenue going to the other counties. Once
counties receive the revenue, it is distributed in fixed proportions to county government, school districts, the countywide
retirement and transportation funds. The allocations of revenue to the Board of Oil & Gas Conservation, coal bed methane
protection account, reclamation and devel opment grants account, and the orphan share account remain the same as under prior
law. Under prior law, the orphan share account and associated funding sources sunset at the end of fiscal 2005. House Bill 748in
conjunction with House Bill 584 continues the allocation of oil and gastax revenue to the orphan share account.

Senate Bill 65— Beginning January 1, 2004, the property tax exemption for Income Percentage
residences of disabled or deceased veterans is expanded by increasing the Single Married Multiplier

i limits eligible for the exemption. Under prior law, disabled or $0 - $30,000 90~ $56,000 0%
Income 9 ption. - Lnder p , disabled o $30,001-$33,000  $36,001-$39,000 20%
deceased veterans were exempt from residential property taxation if their $33,001-$36,000  $39,001-$42,000 30%
federal adjusted grossincome was less than $30,000 if single and $36,000 if $36,001-$39,000  $42,001-$45,000 50%
married. The legislation provides a partial exemption for veterans with

incomes higher than these amounts as shown in the following table. The percentage multiplier is the percentage by which
qualifying veterans' residential property is subject to property taxation. Asaresult, the 95 mill property tax revenue declines by
$109,857 infisca 2005. The six mill property tax revenue declines by $6,939 in fiscal 2005.

Senate Bill 159 — Beginning tax year 2003, property on railroad land leased by a nonprofit organization is exempt from property
taxation. The 95 mill property tax revenue is reduced by $1,073 in each year of the 2005 biennium and the six mill property tax
revenueis reduced by $68 in each year of the 2005 biennium.

Senate Bill 138 — Under prior law, alternative energy generation facilities with anameplate capacity of at least 1 megawatt built after
July 1, 2001 were exempt from property tax. Beginning tax year 2002, the property tax exemption for machinery and equipment used
in qualifying electrical generation facilities built and operated after July 1, 2001 is eliminated. This property will qualify for the
property tax reduction for new and expanded industries. Increased general fund revenue from the 95 mill property tax will be
$142,500 in fiscal 2004 and $285,000 in fiscal 2005. Six mill property tax revenue will increase $9,000 in fiscal 2004 and $18,000 in
fisca 2005.

Senate Bill 294 — Under prior law, payments of protested property taxes were deposited into aprotest fund and were not available
for use by the state or other jurisdictions. Beginning with taxes paid under protest on centrally assessed property after October 31,
2000, the state share is required to be remitted to the state treasurer for deposit in the general fund, or in the case of the 6 mill
portion, to the 6 mill state special revenue account. Revenue from the 95 mill property tax increases $8,359,523 in fiscal 2004 and
$2,660,278 in fiscal 2005. Revenue from the 6 mill property tax increases $524,876 in fiscal 2004 and $167,033. Theincreasesin fiscal
2004 are the result of payments associated with protestsin tax y ears 2000 through 2003.
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Senate Bill 461 — Under prior law, beginning January 1,
2003, class 3 property (agricultural land), class 4
property (residential and commercial), and class 10
property (timberland) were
preliminary average percentage increases in appraised
value statewide were: 1) class 3 agricultural — 15.3
percent; 2) class 4 residential — 20.2 percent; 3) class4
commercia — 18.5 percent; 4) class 4 timberland — zero
percent. The new appraised value of these properties
will be phased-in over the next six years, unless the
property dropped in value, in which case the new

SB 461 Tax Rates and Exemption Percentages for Class 4
Residential and Commercial Property
Class 4 Class 3 Class 4
reappraised. The ' Tax Resideqtial Multi Family Housing Commer_cial
2003 (prior law) 3.46% 31.0% 31.0% 13.0%
2004 3.40% 31.0% 31.0% 13.0%
2005 3.30% 31.4% 31.4% 13.3%
2006 3.22% 32.0% 32.0% 13.8%
2007 3.14% 32.6% 32.6% 14.2%
2008 3.07% 33.2% 33.2% 14.6%
2009 3.01% 34.0% 34.0% 15.0%

appraised value will be recognized immediately. Thetax rates and exemption percentages would have remained constant. In the

absence of any changes, reappraisal would have raised state revenue

Figure 13 by $2.017 million in fiscal 2004 and $6.118 millionin

Change in Taxable Value & Revenue Due to SB461 fiscal 2005. Withthe passage of Senate Bill 461, beginni ng January 1,

Taxable Value Change 2003, the impacts of reappraisal are mitigated by: 1) phasing down the

meiem(fj = Fi(SggJ 62&%:4 5 Fi?;g':(%ogm tax rate for class 3 and class 4 property from 3.46 percent to 3.01

gLand - Class 616, ,909, . o .

Residential - Class 4 (14.648,298) (43374,147) | PErcent over a six-year period; 2)_phas_| ng up the hom_estead and

Multi-Family - Class 4 (577,268) (1,739,013) | comstead exemptionsfor class4 residential and commercial property

Commercial - Class 4 (2.303.489) (11613.740) | gver asix-year period; and 3) allowing an additional tax rate reduction

Total Change ($20,14506)  ($63.636,637) | for residential dwellings with extraordinary increasesin value due to

Revenue Change reappraisal. The table above shows the new tax rates and the new

Mills Fiscal 2004 Fiscal 2005 homestead and comstead exemption amounts for properties without
Revenue Loss to 95 Mills ($1,913,784) ($6,045,481) : . :

Revenue L 0ssto 1.5 Mills ($10677) ($33.727) extraord_l nary increases in value. The table on the left shqws t_he

changesin taxable valuein class 3 agricultural land, class 4 residential

property, class 4 multi-family commercial property, and class 4 other

commercial property. Also shown are reductions in general fund revenue for the 95 mills and 1.5 mills and reductionsin 6 mill

revenue.

Thelegislation also contains provisionsfor special tax ratesfor certain qualifying property whose owners meet certain income test
levels, have increases in taxabl e val ue exceeding certain threshold levels, and whose property taxes haveincreased by at least $250.
The table below shows the tax rate factors used to calculate the new tax rates for various income levels, taxable value change

thresholds, and tax increases.

Figure 14
Tax Rete Factors for Properties with Extraordinary Value
Increases Due to Regppraisal
Household Income Levels

$0-25000 | $25001 - $50,000 | $50,000 - $75,000

Taxable Vaue Change Threshold >24% >30% > 3%

Property Tax Change Threshold| > $250 >$250 > $250
Fiscal Year 2004 3.598% 3633% 3.668%
2005 3.759% 3828% 3.898%
2006 3.932% 4,038% 4.143%
2007 4.109% 4.251% 4.392%
2008 4.289% 4461% 4.646%
2009 4.485% 4.702% 4.919%

Tax Rate Factors yield the tax rates for each property by multiplying the tax rate factor by the
appraised vaue before reappraisal then dividing by the phased-in appraised vaue in the fiscal year.

Property qualifying not to exceed 5 acres; income s total household income except socia security

income paid directly to anursing home.

Taxable value change is measured as the new phased-in gppraised val ue times 66% times 3.01%
lesstax year 2002 gppraised vaue times 69% times 3.46%. This differenceis divided by the
product of the tax year 2002 appraised vaue and 69% times 3.46%.
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Non L evy Revenueincludes federal forest receipts, coal gross proceeds revenue, and other revenue which is distributed to
statewide and local mills in each county. Before July 1, 2001, vehicle fees in lieu of taxes, financial institution taxes, and
reimbursements from the state were non levy revenue. Before January 1, 2003, oil and natural gas receipts were treated as nonevy
revenue. Themillsto which non levy revenueisdistributed are unique for each county and each non levy revenue source. The
state’ s portion of non-levy revenueis remitted to the state as a portion of the appropriate property tax. For instance, statewide 40
mill revenue includes a property tax portion and anon levy portion.

A description for each individual source follows below.
FEDERAL FOREST RECEIPTS

RevenueDescription: Thefederal government authorizeslogging operations on forest lands | ocated within the borders of
Montana. Through federal fiscal year 2000, the sale of timber generated revenue that the federal government shared with the state
inthefollowing year. The state received 25 percent of the federal forest receipts and sent the money to the county treasurer of the
county inwhich the receipts were generated. Within thirty days, the county treasurer distributes the money to various county and
state accounts.

Beginning November 2000, HR 2389 (federal |egidation) fixesthe allocation to the state at the average of the highest three years of
forest receiptsin the state. Not more than 20 percent and not less than 15 percent may be used by county governmentsfor gpecid
projectson federal lands. The remainder is distributed under state law as described below.

Applicable Tax Rate(s): N/A

Didribution: The county treasurer apportions federal forest receiptsin the following manner. Not morethan 20% and not less
than 15% is distributed to county government for special projects on federal land. Of the remainder:
?? 66 2/3% goes to the general fund of the county
?? 33 1/3% goesto the following countywide accounts, based on the mill ratios of each to total millsin the prior year:
county equalization accounts (55 mills), county transportation account, county retirement accounts

Statute: Title 17, Chapter 3, MCA
% of Total FY 2002 General Fund Revenue: Included in total property tax contribution.

COAL GROSS PROCEEDS TAX

RevenueDescription: The stateimposes agross proceeds tax of 5.0 percent on the gross val ue of coal produced by all the
coa minesin the state. The gross value of coal is computed as the tonnage of coal produced and sold times the contract sales
price. Thisisthe same grossvalue as used in the calculation of the state coal severance tax.

Thetax isapplied to one year’ sworth of production and the producer isbilled in the following year. The producer paysthe tax to
the county treasurer in which the mineislocated in two equal installments. Oneisin November of the notice year and the other is
in May of thefollowing year. Once received by the county treasurer, the tax revenue is distributed one month after receipt.

Applicable Tax Rate(s): Theamount of tax dueis 5.0 percent of the value of production as measured by the contract sales
price for production in the preceding calendar year.

Digtribution: The county treasurer distributes the coal gross proceeds tax based on the relative proportions of mill leviesfor
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the state, counties, and school districts asthese existed in tax year 1989. At that time the county equalization mill levy was 45 mills.
However, coal gross proceeds from new mines (starting business after December 31, 1988) are distributed across mill leviesinthe
previousfiscal year.

Statute:  Title 15, Chapter 23, Part 7, MCA
% of Total FY 2002 General Fund Revenue: Included in total property tax contribution.

OTHER REVENUE

Revenue Description:

The county equalization account receives other revenue in addition to the typeslisted elsewhere. Theseinclude penalties and
interest, back taxes, investment earnings, recreational fees, tax title and property sales, various state grants and fees, district court
fines, county rents and lease income, and various revenue from federal sources such asPILT, Taylor Grazing and Bankhead Jones
payments.

Applicable Tax Rate(s): N/A
Digribution: Vaies
Statute:  Various

% of Total FY 2002 General Fund Revenue: Included in total property tax contribution.

Forecast and Distribution M ethodology

Allocation Percentage Applicable to each Revenue Sour ce

(ED? @)

(Stfgs.z”;') ? (Ti‘:'v.“s:;'s)) X

(ED2 @)~

(Gtate Mills Total M.u))
Levies Levied

Oil & Natural
Gas Tax

Federal Forest
Revenue
Coal Gross
Proceeds

Other Revenue

Total Non Levy
Property Tax Revenue
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Revenue Estimate Assumptions

This section contains the assumptions used to generate the revenue estimates contained in House Joint Resolution 2. It does not
reflect changes, if any, enacted by the 2003 |egislature that may affect future estimates of this revenue source.

t Total Tax 40 Mmill 55 Mill 6 Mill 9 Mill 1.5 Mmill Total State
Fisca Millions Millions Millions Millions Millions Millions Millions
Actua 2000 143.879919  10.810197  23.445540 2.584415 0.860822 0.121110  37.822084
Actua 2001  137.612440 5250599  16.481593 1.758272 0.177330 0.126396  23.794190
Actua 2002 73.008398 4649510  16.144329 1.578894 0.000000 0.020201  22.392934
Forecast 2003 72.739326 4591890  16.055907 1.319162 0.000000 0.000000  21.966959
Forecast 2004 75.655875 4979180  16.733513 1.392957 0.000000 0.000000  23.105650
Forecast 2005 74.287102 4936210  16.571961 1.369748 0.000000 0.000000 22.877919
t Corporate Vehicle Qil Gas Coad
Fisca Millions Millions Millions Millions Millions
Actua 2000 8.406195  68.580047  23.112140 12581713  10.785058
Actua 2001 0.000000 62172220 25583242  18.520482  11.330157
Actua 2002 0.000000 0.000000  22.141449  17.446846  10.470137
Forecast 2003 0.000000 0.000000  40.654094 0.000000  10.328402
Forecast 2004 0.000000 0.000000  44.513881 0.000000  10.506798
Forecast 2005 0.000000 0.000000  44.564994 0.000000  10.201349
Other
t Vehicles PPR Forest Other
Eiscal - ili ili ili
Actua 2000 0.000000  11.559045 6.283122 2.572599
Actua 2001 0.000000  10.274706 7.185037 2.546596
Actua 2002 0.000000 8.990368  11.400000 2.559598
Forecast 2003 0.000000 7.706030  11.491202 2.559598
Forecast 2004 0.000000 6.421692  11.653906 2.559598
Forecast 2005 0.000000 5137353  11.823808 2.559598
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t 40 Mill 55 Mill 6 Mill 9 Mill 1.5 Mill
Corporate Fisca Millions Millions Millions Millions Millions

Actual 2000 0.000000 1.148824 0.000000 0.072211 0.010388
Actual 2001 0.000000 0.000000 0.000000 0.000000 0.000000
Actual 2002 0.000000 0.000000 0.000000 0.000000 0.000000
Forecast 2003 0.000000 0.000000 0.000000 0.000000 0.000000
Forecast 2004 0.000000 0.000000 0.000000 0.000000 0.000000
Forecast 2005 0.000000 0.000000 0.000000 0.000000 0.000000

t 40 Mill 55 Mill 6 Mill 9 Mill 1.5 Mill
Vehicle Fiscd Millions Millions Millions Millions Millions

Actual 2000 6.816308 9.372424 1.022460 0.589115 0.084749
Actual 2001 0.000000 0.000000 0.000000 0.000000 0.103309
Actual 2002 0.000000 0.000000 0.000000 0.000000 0.000000
Forecast 2003 0.000000 0.000000 0.000000 0.000000 0.000000
Forecast 2004 0.000000 0.000000 0.000000 0.000000 0.000000
Forecast 2005 0.000000 0.000000 0.000000 0.000000 0.000000

Other t 40 Mill 55 Mill 6 Mill 9 Mill 1.5 Mill
hi ) - il il il -

Actua 2000 0.000000 0.000000 0.000000 0.000000 0.000000
Actua 2001 0.000000 0.000000 0.000000 0.000000 0.000000
Actua 2002 0.000000 0.000000 0.000000 0.000000 0.000000
Forecast 2003 0.000000 0.000000 0.000000 0.000000 0.000000
Forecast 2004 0.000000 0.000000 0.000000 0.000000 0.000000
Forecast 2005 0.000000 0.000000 0.000000 0.000000 0.000000
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t 40 Mill 55 Mill 6 Mill 9 Mill 1.5 Mill
Oil & Ges Fisca Millions Millions Millions Millions Millions

Actual 2000 3.993889 5.897507 0.653196 0.000000 0.000000
Actual 2001 5.250599 7.721138 0.854483 0.000000 0.000000
Actual 2002 4.649510 6.843304 0.757447 0.000000 0.000000
Forecast 2003 4.591890 6.776192 0.750418 0.000000 0.000000
Forecast 2004 4.979180 7.352596 0.814390 0.000000 0.000000
Forecast 2005 4.936210 7.294105 0.808001 0.000000 0.000000

t 40 Mill 55 Mill 6 Mill 9 Mill 1.5 Mill
Cod Fiscal Millions Millions Millions Millions Millions

Actual 2000 0.000000 4.454186 0.593890 0.000000 0.000000
Actual 2001 0.000000 4.679310 0.623906 0.000000 0.000000
Actual 2002 0.000000 4.324125 0.576549 0.000000 0.000000
Forecast 2003 0.000000 4.265589 0.568744 0.000000 0.000000
Forecast 2004 0.000000 4.339266 0.578567 0.000000 0.000000
Forecast 2005 0.000000 4.213116 0.561747 0.000000 0.000000

Pers. t 40 Mill 55 Mill 6 Mill 9 Mill 1.5 Mill
) - il il il -

Actua 2000 0.000000 0.000000 0.314869 0.199496 0.025973
Actua 2001 0.000000 0.000000 0.279883 0.177330 0.023087
Actua 2002 0.000000 0.000000 0.244898 0.000000 0.020201
Forecast 2003 0.000000 0.000000 0.000000 0.000000 0.000000
Forecast 2004 0.000000 0.000000 0.000000 0.000000 0.000000
Forecast 2005 0.000000 0.000000 0.000000 0.000000 0.000000

Legidative Fiscal Report 2005 Biennium 182 Legidative Fiscal Division
Volume 2 - Revenue Estimates



L egislative Fiscal Division
Revenue Estimate Profile

Property Tax and Non Levy Revenue

t 40 Mmill 55 Mill 6 Mill 9 Mill 1.5 Mill

Forest Fiscd Millions Millions Millions Millions Millions
Actua 2000 0.000000 0.000000 0.000000 0.000000 0.000000
Actua 2001 0.000000 1.534549 0.000000 0.000000 0.000000
Actua 2002 0.000000 2.417302 0.000000 0.000000 0.000000
Forecast 2003 0.000000 2.454528 0.000000 0.000000 0.000000
Forecast 2004 0.000000 2.482053 0.000000 0.000000 0.000000
Forecast 2005 0.000000 2.505142 0.000000 0.000000 0.000000

t 40 Mill 55 Mill 6 Mill 9 Mill 1.5 Mill

Other  Fisca Millions Millions Millions Millions Millions
Actua 2000 0.000000 2.572599 0.000000 0.000000 0.000000
Actua 2001 0.000000 2.546596 0.000000 0.000000 0.000000
Actua 2002 0.000000 2.559598 0.000000 0.000000 0.000000
Forecast 2003 0.000000 2.559598 0.000000 0.000000 0.000000
Forecast 2004 0.000000 2.559598 0.000000 0.000000 0.000000
Forecast 2005 0.000000 2.559598 0.000000 0.000000 0.000000
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Applicable Tax Rate(s): Variesaccording to property classification.
Digtribution: All property tax receipts are deposited into the general fund, except revenue associated with the university.

Summary of Legidative Action:

Property Tax: 55 Mill -- Legidation Passed by 58th Legidature
Estimated General Fund Impact for the 2005 Biennium
HBO0748 Simplification of oil and natural gas tax distribution (7,352,596)  (7,294,105)
SB0065 Revise veteran's property tax and vehicle fee benefits (63,601)
SB0138 Revise tax laws on aternative energy and energy conservation 82,500 165,000
SB0159 Tax exemption for certain RR property leased to nonprofit organization (621) (621)
SB0294 Revise interest rate applied to refund of protested property taxes 4,839,724 1,540,161
SB0461 Mitigate effects of cyclical reappraisal (1,107,980)  (3,500,015)
Total Estimated General Fund Impact $0 ($3.538973) ($9.153.181)

Statute: Title 15, Chapter 6, MCA

% of Total FY 2002 General Fund Revenue: 0.00%
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Revenue Projection:

Total General Fund GF .
Fiscal Collections Collections  Percent Property Tax: 55 Mill
Year Millions Millions Change 150
A 1981 0.000000 0.000000 Not App.
A 1982 0.000000 0.000000 Not App. .
A 1983 0.000000 0.000000 Not App.
A 1984 128445172 128.445172 Not App.
A 1985 133.608178 133.608178 4.02%
A 1986 134.707251 134.707251 0.82% (
A 1087 128225413 128.225413 -481% | 7
A 1988 111.111138 111.111138 -13.35% §
A 1989 114.444609 114.444609 3.00% |§
A 1990 112374543 112.374543 -1.81% |%B
A 1991 119.161125 119.161125 6.04% é
A 1992 129526346 129.526346 8.70% E
A 1993 134.154928 134.154928 3.57%
A 1994 124.696589 124.696589 -7.05% S0 1
A 1995 126.265989 126.265989 1.26%
A 1996 122329028 122.329028 -3.12%
A 1997 135.893657 135.893657 11.09%
A 1998 128.708743 128.708743 -5.29%
A 1999 130.388345 130.388345 1.30%
A 2000 125.145645 125.145645 -4.02%
A 2001 115454627 115.454627 -1.74% 0®e— L L
A 2002 105.375801 105.375801 -8.73% 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005
F 2003 108.636000 108.636000 3.09% Fisca Year
F 2004 108.323000 108.323000 -0.29% o Tota —— Gonerdl Furd
F 2005 105.445000 105.445000 -2.66%
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Forecast M ethodology

Taxable Value
Abatement

TIF District
Taxable Value

Growth Rate fo
Each Class

Taxable Value
by Class

Legislation/SB 417

Non Levy 55/1000 X Statewide
Adjustments + Revenue

Taxable Value

Total 55 Mill Property
Tax Revenue

Allocation Percentage = 55 Mills Divided by Total Mills Levied

Total Mills
Levied
Total Mills
Levied
Total Mills
Levied
Total Mills
evied

Digtribution Methodology

Oil & Natural
Gas Tax

N

Coal Gross
Proceeds

)

Federal Forest
Revenue

Other Revenue

N

0303030

O General Fund
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Revenue Estimate Assumptions

This section contains the assumptions used to generate the revenue estimates contained in House Joint Resolution 2. It does not
reflect changes, if any, enacted by the 2003 |egislature that may affect future estimates of this revenue source.

t Total Tax GF Tax Tax. Vaue Mill/1000 Non-Levy  Adjustments
Fiscal Millions Millions Millions Applied Millions Millions

Actual 2000 125.145645 125.145645 1863.986815 0.055000  23.445540 0.274000
Actual 2001  115.454627 115.454627 1656.909416 0.055000  16.482000 4.933824
Actual 2002  105.375801 105.375801 1671.589714 0.055000  16.144000 0.000000
Forecast 2003  108.636000 108.636000 1691.085799 0.055000  16.056000 -0.430000
Forecast 2004  111.862000 111.862000 1737.421082 0.055000  16.734000 -0.430000
Forecast 2005  114.598000 114.598000 1790.114905 0.055000  16.572000 -0.430000

t Class 1 Class2 Class 3 Class 4 Class5 Class 6 Class 7
Fiscal Millions Millions Millions Millions Millions Millions Millions

Actual 2000 7.026572 8.282057  139.192024 894.188310  37.015035  22.570979 1.881621
Actual 2001 5.178965 8.460976 139.318879 920.536186  39.008611 15.695230 0.155867
Actual 2002 7.842501  11.014983 139.057406 954.102342  35.667858  12.459077 0.189041
Forecast 2003 8.691402  10.669321  138.900095 1002.873942  35.382198 3.823687 0.216414
Forecast 2004 8.691402 8.753474  138.483395 1042.9889000  36.372900 0.000000 0.254936
Forecast 2005 8.691402 8.478781 138.067945 1084.708456  37.391341 0.000000 0.300315

t Class 8 Class9 Class 10 Class 12 Class 13 TIF's Abatement

Actual 2000 215.748092  498.030237 8.520090  68.192588 0.000000  44.535577 7.874787
Actual 2001  112.782734 230.832978 8.708849  49.641444  147.142750  28.428840 7.874787
Forecast 2002  116.605209  219.955767 8.198788  48.658380 144.488095  30.529563 3.879830
Forecast 2003  120.057884  206.360123 7.170239  46.688479 137.184847  30.802832 3.870000
Forecast 2004  124.620084 210.487325 7.496843  47.896340 139.928544  32.423061 3.870000
Forecast 2005  129.355647  214.697072 7.561841 48393504 142.727115  34.128514 3.870000
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L egislative Fiscal Division
Revenue Estimate Profile
Property Tax: 40 Mill

Revenue Description: Montanalaw requires countiesto levy astate equalization levy of 40 mills against al taxable valuein
the state. Taxable valueisdefined asthe market value of statutorily defined property times a statutory tax rate. Property valued at
market value includes personal property, utility property, railroad and airline property, livestock, and mineral net and gross
proceeds. The assessed value of residential and commercial real estate isthe market value phased in over the reappraisal cycle.
Agricultural land and timberland are valued on aproductivity basis and their values are al so phased in over the reappraisal cycle.
Beginning January 1, 2003, livestock will no longer be taxed.

Residential and commercial real estate, agricultural land and timberland were reappraised in tax year 1997. Inthe 1997 legidative
session, SB 195 forestalled large property tax increases by phasing in the new reappraisal values at 2 percent per year, and phasing
down tax rates over 50 years. These provisions were in effect for two years. After these provisions were struck down by the
Montana Supreme Court, SB184, passed during the 1999 session, required that appraised val ues be phased-in over four years and
required that future reappraisal cycles be six years. At the same time, a homestead exemption was created and phased-in for
residential and commercial real estate. Tax ratesfor residential and commercial real estate, agricultural land and timberland were
phased-down.

Beginning January 1, 2003, residential and commercia property aswell as agricultural land and timberland will reflect theimpact of a
new reappraisal on market values. The current reappraisal cycleis 6 years, during which increases in property values will be
phased in by 1/6" per year. Property that declinesin value will be assessed immediately at its new reappraised value. Assessed
value increases due to reappraisal averaged 20.2 percent for residential property, 18.5 percent for commercial property and 15.3
percent for agricultural property.

In addition to the tax on property, this revenue component includes collections from "non-levy" sourcesthat aredistributed onthe
basis of millslevied by taxing jurisdictions. These non-levy sourcesinclude coal gross proceeds taxes, federal forest revenues,
and other smaller revenue sources.

Applicable Tax Rate(s): Variesaccording to property classification.
Distribution: All property tax receipts are deposited into the general fund, except revenue associated with the university levy.

Summary of Legidative Action:

Property Tax: 40 Mill -- Legidation Passed by 58th Legidature
Estimated General Fund Impact for the 2005 Biennium

HBO0748 Simplification of oil and natural gas tax distribution (4,979,180)  (4,936,210)
SB0065 Revise veteran's property tax and vehicle fee benefits (46,256)
SB0138 Revise tax laws on aternative energy and energy conservation 60,000 120,000
SB0159 Tax exemption for certain RR property leased to nonprofit organization (452) (452)
SB0294 Revise interest rate applied to refund of protested property taxes 3,519,799 1,120,117
SB0461 Mitigate effects of cyclical reappraisal (805,804)  (2,545,466)

Total Estimated General Fund Impact $0 ($2205637) ($6.288.267)
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L egislative Fiscal Division
Revenue Estimate Profile
Property Tax: 40 Mill

Statute: Title 15, Chapter 6, MCA

% of Total FY 2002 General Fund Revenue: 13.38%

Revenue Projection:

Total Generd Fund GF
Fisca Collections Callections Percent
Year  Millions Millions Change
A 1981 0.000000 0.000000 Not App.
A 1982 0.000000 0.000000 Not App.
A 1983 0.000000 0.000000 Not App.
A 1934 0.000000 0.000000 Not App.
A 1985 0.000000 0.000000 Not App.
A 1986 0.000000 0.000000 Not App.
A 1987 0.000000 0.000000 Not App.
A 1988 0.000000 0.000000 Not App.
A 1989 0.000000 0.000000 Not App.
A 1990 0.000000 0.000000 Not App.
A 1991 56.993458 56.993458 Not App.
A 1992 76.611683 76.611683 34.42%
A 1993 73491444  73.491444 -4,07%
A 1994  77.685356  77.685356 571%
A 1995 79576682  79.576682 2.43%
A 1996 81753560 81.753560 2.74%
A 1997 72560534  72.560534 -11.24%
A 1998 72.792875  72.792875 0.32%
A 1999 71370740 71.370740 -1.95%
A 2000 68119545 68.119545 -4.56%
A 2001 63423977 63.423977 -6.89%
A 2002 63.044975 63.044975 -0.60%
F 2003 60.701000 60.701000 -3.72%
F 2004 65.005000 65.095000 7.24%
F 2005 68554000 68.554000 5.31%

Millions of Dollars

Property Tax: 40 Mill
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L egislative Fiscal Division
Revenue Estimate Profile
Property Tax: 40 Mill

Forecast M ethodology

Taxable Value
Abatement

TIF District
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L egislative Fiscal Division
Revenue Estimate Profile
Property Tax: 40 Mill

Revenue Estimate Assumptions

This section contains the assumptions used to generate the revenue estimates contained in House Joint Resolution 2. 1t does not
reflect changes, if any, enacted by the 2003 |egislature that may affect future estimates of this revenue source.

t Total Tax GF Tax Tax. Vaue Mill/1000 Non-Levy  Adjustments
Fiscal Millions Millions Millions Applied Millions Millions

Actual 2000 68119545  68.119545 1863.986815 0.040000  10.810197 -12.712919
Actual 2001 63.423977  63.423977 1656.909416 0.040000 5251000  -11.300000
Actual 2002 63.044975  63.044975 1671.589714 0.040000 4.650000 -9.888000
Forecast 2003 60.701000  60.701000 1691.085799 0.040000 4.592000 -8.475000
Forecast 2004 67.301000  67.301000 1737.421082 0.040000 4.979000 -7.063000
Forecast 2005 74842000  74.842000 1790.114905 0.040000 4.936000 -5.650000

t Class 1 Class2 Class 3 Class 4 Class5 Class 6 Class 7
Fiscal Millions Millions Millions Millions Millions Millions Millions

Actual 2000 7.026572 8.282057  139.192024 894.188310  37.015035  22.570979 1.881621
Actual 2001 5.178965 8.460976 139.318879 920.536186  39.008611 15.695230 0.155867
Actual 2002 7.842501  11.014983 139.057406 954.102342  35.667858  12.459077 0.189041
Forecast 2003 8.691402  10.669321  138.900095 1002.873942  35.382198 3.823687 0.216414
Forecast 2004 8.691402 8.753474  138.483395 1042.9889000  36.372900 0.000000 0.254936
Forecast 2005 8.691402 8.478781 138.067945 1084.708456  37.391341 0.000000 0.300315

t Class 8 Class9 Class 10 Class 12 Class 13 TIF's Abatement

Actual 2000 215.7480920 498.0302370  8.5200900 68.1925880  0.0000000 44.5355770  7.8747870
Actual 2001 112.7827340 230.8329780  8.7088490 49.6414440 147.1427500 28.4288400  7.8747870
Forecast 2002 116.6052090 219.9557670  8.1987880 48.6583800 144.4880950 30.5295630  3.8798300
Forecast 2003 120.0578840 206.3601230  7.1702390 46.6884790 137.1848470 30.8028320  3.8700000
Forecast 2004 124.6200840 210.4873250  7.4968430 47.8963400 139.9285440 32.4230610  3.8700000
Forecast 2005 129.3556470 214.6970720  7.5618410 48.3935040 1427271150 34.1285140  3.8700000
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L egislative Fiscal Division
Revenue Estimate Profile
Property Tax: 6 Mill

RevenueDescription: Montanalaw requires countiesto levy aUniversity levy of 6 mills against all taxable valuein a.county
for use by the university system. Taxable valueisdefined asthe market value of statutorily defined property times a statutory tax
rate. Property valued at market value includes personal property, utility property, railroad and airline property, livestock, and
mineral net and gross proceeds. The assessed value of residential and commercial real estate isthe market value phased inoverthe
reappraisal cycle. Agricultural land and timberland are valued on a productivity basisand their values are also phased in over the
reappraisal cycle. Beginning January 1, 2003, livestock will no longer be taxed.

Residential and commercial real estate, agricultural land and timberland were reappraised in tax year 1997. Inthe 1997 legidlative
session, SB 195 forestalled large property tax increases by phasing in the new reappraisal values at 2 percent per year, and phasing
down tax rates over 50 years. These provisions werein effect for two years. After these provisions were struck down by the
Montana Supreme Court, SB184, passed during the 1999 session, required that appraised val ues be phased-in over four years and
required that future reappraisal cycles be six years. At the same time, a homestead exemption was created and phased-in for
residential and commercial real estate. Tax ratesfor residential and commercial real estate, agricultural land and timberland were
phased-down.

Beginning January 1, 2003, residentia and commercia property aswell asagricultural land and timberland will reflect theimpact of a
new reappraisal on market values. The current reappraisal cycleis 6 years, during which increases in property values will be
phased in by 1/6" per year. Property that declinesin value will be assessed immediately at its new reappraised value. Theimpact
of reappraisal on assessed valuesis unknown at thistime. Tax rates and the homestead exemptions for tax years 2003 and beyond
arefrozen at their tax year 2002 levels and require legislation to be changed.

In addition to the tax on property, this revenue component includes collections from "non-levy" sourcesthat aredistributed onthe
basis of millslevied by taxing jurisdictions. These non-levy sourcesinclude coal gross proceeds taxes, federal forest revenues,
and other smaller revenue sources.

Applicable Tax Rate(s): Variesaccording to property classification.
Digtribution: All tax receipts are deposited into the university system 6 mill levy state special revenue account.

Summary of Legidative Action:

Property Tax: 6 Mill -- Legislation Passed by 58th Legislature
Estimated Non-General Fund Impact for the 2005 Biennium

HBO0748 Simplification of oil and natural gas tax distribution (814,390) (808,001)
SB0065 Revise veteran's property tax and vehicle fee benefits (6,939)
SB0138 Revise tax laws on aternative energy and energy conservation 9,000 18,000
SB0159 Tax exemption for certain RR property leased to nonprofit organization (68) (68)
SB0294 Reviseinterest rate applied to refund of protested property taxes 524,876 167,033
SB0461 Mitigate effects of cyclical reappraisal (120,871) (381,820)

Total Estimated General Fund Impact $0 £401.453) ($1.011.795)
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L egislative Fiscal Division
Revenue Estimate Profile
Property Tax: 6 Mill

Statute: Title 15, Chapter 6, MCA

% of Total FY 2002 General Fund Revenue:  0.00%

Revenue Projection:
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Property Tax: 6 Mill
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L egislative Fiscal Division
Revenue Estimate Profile
Property Tax: 6 Mill

Forecast M ethodology

Taxable Value
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L egislative Fiscal Division
Revenue Estimate Profile
Property Tax: 6 Mill

Revenue Estimate Assumptions

This section contai ns the assumptions used to generate the revenue estimates contained in House Joint Resolution 2. It does not
reflect changes, if any, enacted by the 2003 |egislature that may affect future estimates of this revenue source.

t Total Tax GF Tax Tax. Vaue Mill/1000 Non-Levy  Adjustments
Fiscal Millions Millions Millions Applied Millions Millions

Actual 2000 13.189138 0.000000 1900.647605 0.006000 2.584415 0.000000
Actual 2001 13.837616 0.000000 1677.463469 0.006000 1.758000 0.657843
Actual 2002 11.805721 0.000000 1698.239447 0.006000 1.579000 0.000000
Forecast 2003 11.627000 0.000000 1718.018631 0.006000 1.319000 0.000000
Forecast 2004 11.989000 0.000000 1765.974143 0.006000 1.393000 0.000000
Forecast 2005 12.292000 0.000000 1820.373419 0.006000 1.370000 0.000000

t Class 1 Class2 Class 3 Class 4 Class5 Class 6 Class 7
Fiscal Millions Millions Millions Millions Millions Millions Millions

Actual 2000 7.026572 8.282057  139.192024 894.188310  37.015035  22.570979 1.881621
Actual 2001 5.178965 8.460976 139.318879 920.536186  39.008611 15.695230 0.155867
Actual 2002 7.842501  11.014983 139.057406 954.102342  35.667858  12.459077 0.189041
Forecast 2003 8.691402  10.669321  138.900095 1002.873942  35.382198 3.823687 0.216414
Forecast 2004 8.691402 8.753474  138.483395 1042.9889000  36.372900 0.000000 0.254936
Forecast 2005 8.691402 8.478781 138.067945 1084.708456  37.391341 0.000000 0.300315

t Class 8 Class9 Class 10 Class 12 Class 13 TIF's Abatement

Actual 2000 215.748092  498.030237 8.520090  68.192588 0.000000  44.535577 7.874787
Actual 2001  112.782734 230.832978 8.708849  49.641444  147.142750  28.428840 7.874787
Forecast 2002  116.605209  219.955767 8.198788  48.658380 144.488095  30.529563 3.879830
Forecast 2003  120.057884  206.360123 7.170239  46.688479 137.184847  30.802832 3.870000
Forecast 2004  124.620084 210.487325 7.496843  47.896340 139.928544  32.423061 3.870000
Forecast 2005  129.355647  214.697072 7.561841 48393504 142.727115  34.128514 3.870000
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L egislative Fiscal Division
Revenue Estimate Profile
Property Tax: 1.5 Mill

Revenue Description: Beginning in fiscal 1997, statute requires the boards of county commissionersin the five counties
where colleges of technology reside, to levy 1.5 mills for deposit in the state general fund. This revenue component used to

include collections from "non-levy" sourcesthat are distributed on the basis of millslevied by taxing jurisdictions. HB 124, passed
during the 2001 legislative session, eliminated distribution of non-levy sourcesto the 1.5 mill levy.

Applicable Tax Rate(s): Variesaccording to property classification.

Digtribution: All property tax receipts are deposited into the general fund, except revenue associated with the university.

Summary of L egidative Action:

Property Tax: 1.5 Mill -- Legislation Passed by 58th Legislature
Estimated General Fund Impact for the 2005 Biennium

Bill Number and Short Title Fiscal 2003  Fiscal 2004  Fiscal 2005
SB0461 Mitigate effects of cyclical reappraisal (10,677) (33,727)
Total Estimated General Fund Impact $0 $10.677) $33.727)

Statute: Title 15, Chapter 6, MCA

% of Total FY 2002 General Fund Revenue: 0.00%
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L egislative Fiscal Division
Revenue Estimate Profile
Property Tax: 1.5 Mill

Revenue Projection:

Total General Fund GF

Fiscal Collections Collections Percent . ;
Year Millions Millions Change Property Tax: 1.5 Mill

1981  0.000000  0.000000  Not App. 4

1982 0.000000  0.000000  NotApp.
1983  0.000000  0.000000  NotApp.
1984  0.000000  0.000000  NotApp.
1985  0.000000  0.000000  NotApp.
1986  0.000000  0.000000  NotApp.
1987  0.00000  0.00000  NotApp.
1988  0.000000  0.000000  NotApp.
1989  0.000000  0.000000  NotApp.
1990  0.863590  0.000000  NotApp.
1991  0.870302 0000000  NotApp.
1992 0945934 0000000  NotApp.
1993  0.895874  0.000000  NotApp.
1994 0974589 0000000  NotApp.
1995  1.013989 0000000  NotApp. o
1996  1.028520  0.000000  NotApp.
1997 1144082 0830174  NotApp.

12 r

Millions of Dollars
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1998 0848762  0.848762 224% | o2t

1999 1015894 1015894  19.69%

2000 0930968  0.930968 -8.36%

2001 1171643 1171643  2585% | 0o

2002 0.918612 0.918612 -21.60% 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005
2003 0881000  0.881000 -4.09% Fiscal Year

2004 0893000  0.893000 1.36% S —————

2005 0897000  0.897000 0.45%
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L egislative Fiscal Division
Revenue Estimate Profile
Property Tax: 1.5 Mill

Distribution Methodology

100%

O General Fund

Revenue Estimate Assumptions

This section contains the assumptions used to generate the revenue estimates contained in House Joint Resolution 2. It does not
reflect changes, if any, enacted by the 2003 legislature that may affect future estimates of this revenue source.

t Total Tax GF Tax Tax. Vaue  Mills/1000  Non-Levy  Adjustments
Fiscal Millions Millions Millions Applied Millions Millions

Actual 2000 0.930968 0.930968 618.047161 0.001500 0.121110 0.000000
Actual 2001 1171643 1171643 552.853841 0.001500 0.126000 0.038500
Actual 2002 0.918612 0.918612  563.452494 0.001500 0.020000 0.033688
Forecast 2003 0.881000 0.881000 587.106955 0.001500 0.000000 0.000000
Forecast 2004 0.904000 0.904000 602.780774 0.001500 0.000000 0.000000
Forecast 2005 0.931000 0.931000 620.676746 0.001500 0.000000 0.000000

t Class 1 Class2 Class 3 Class 4 Class5 Class 6 Class 7
Fiscal Millions Millions Millions Millions Millions Millions Millions

Actual 2000 7.026572 8282057 139.192024 894.188310  37.015035  22.570979 1.881621
Actual 2001 5.178965 8460976 139.318879 920.536186  39.008611 15.695230 0.155867
Actual 2002 7.842501  11.014983 139.057406 954102342  35.667858  12.459077 0.189041
Forecast 2003 8.691402  10.669321  138.900095 1002.873942  35.382198 3.823687 0.216414
Forecast 2004 8.691402 8.753474  138.483395 1042.988900  36.372900 0.000000 0.254936
Forecast 2005 8.691402 8.478781 138.067945 1084.708456  37.391341 0.000000 0.300315

t Class 8 Class9 Class 10 Class 12 Class 13 TIF's Abatement

Actual 2000  215.748092  498.030237 8.520090  68.192588 0.000000  44.535577 7.874787
Actual 2001  112.782734  230.832978 8.708849  49.641444 147.142750  28.428840 7.874787
Forecast 2002  116.605209  219.955767 8.198788  48.658380 144.488095  30.529563 3.879830
Forecast 2003  120.057884 206.360123 7.170239  46.688479 137.184847  30.802832 3.870000
Forecast 2004  124.620084 210.487325 7.496843  47.896340 139.928544  32.423061 3.870000
Forecast 2005  129.355647 214.697072 7.561841  48.393504 142.727115  34.128514 3.870000
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